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SECURITIES  AND  EXCHANGE 
COMMISSION 

17  CFR  Ch.  II 

[Release  Nos.  33-6219, 34-16943, 35- 
21644,  IC-11237,  and  IA-725;  File  No.  S7- 
8411 

Listing  of  Certain  Regulatory  Matters 
and  Related  Information 

agency:  Securities  and  Exchange 
Commission. 

action:  Publication  of  listing  of  certain 
regulatory  matters  and  related 
information. 

summary:  The  Securities  and  Exchange 
Commission  has  determined  to  publish  a 
listing  of  pending  rulemaking  and 
related  regulatory  matters  which  it  is 
likely  to  consider  during  the  balance  of 
calendar  year  1980.  This  release 
supersedes  the  listing  which  appears  in 
Securities  Act  release  No.  6117  (Aug.  31, 
1979)  (44  FR  52810,  September  10, 1979). 

In  addition,  this  release  contains  a  more 
generic  analysis  of  the  staffs  current 
regulatory  reform  and  review  initiatives, 
along  with  a  discussion  of  certain  areas 
in  which  the  Commission  is  seeking  to 
further  particular  statutory  goals 
without  resort  to  direct  regulation. 
Further,  the  release  also  describes 
certain  regulatory  review  projects  which 
the  Commission’s  staff  may  commence 
during  1981.  With  respect  to  these  longer 
range  initiatives,  the  Commission  is 
seeking  public  comment  on  the  staffs 
priorities. 

date:  Comments  on  Part  III  of  this 
release  must  be  received  on  or  before 
October  1, 1980. 

addresses:  All  communications  on  ' 
matters  discussed  in  Part  III  of  this 
release  should  be  submitted  in  triplicate 
to  George  A.  Fitzsimmons,  Secretary, 
Securities  and  Exchange  Commission, 
500  North  Capitol  Street,  Washington, 
D.C.  20549.  Correspondence  should  refer 
to  file  number  S7-841  and  will  be 
available  for  public  inspection  and 
copying  at  the  Commission’s  Public 
Reference  Room.  1100  L  Street,  NW., 
Washington,  D.C. 

Comments  with  respect  to  specific 
initiatives  discussed  in  Parts  I  and  II  of 
this  release  should  be  submitted  to  the 
Commission  in  accordance  with  the 
terms  of  the  particular  Commission 
releases  announcing  or  proposing  those 
actions.  In  some  cases,  the  comment 
periods  with  respect  to  these  matters  are 
closed.  The  Commission,  in  its 
discretion,  may  accept  and  include  in 
the  public  file  written  comments 
received  by  the  Commission  after  the 
closing  date.  See  Rule  6(b)  of  the 


Commission's  Informal  and  Other 
Procedures,  17  CFR  202.6(b). 

FOR  FURTHER  INFORMATION  CONTACT: 

Christine  Delaney,  Office  of  the 
Secretary,  Securities  and  Exchange 
Commission,  500  North  Capitol  Street, 
Washington,  D.C.  20549  (telephone  202/ 
272-2600). 

SUPPLEMENTARY  INFORMATION:  The 

Securities  and  Exchange  Commission 
has  traditionally  been  sensitive  to  the 
need  to  broaden  public  participation  in 
the  Commission's  regulatory  processes 
and  to  promote  public  understanding  of 
the  Commission's  work.  Consistent  with 
that  philosophy,  during  the  past  18 
months  the  Commission  has  published 
two  listings  of  certain  regulatory  matters 
pending  before  the  Commission.  See 
Securities  Act  Release  No.  6040  (Mar.  22. 
1979)  (44  FR  20354)  and  Securities  Act 
Release  No.  6117  (Aug.  31, 1979)  (44  FR 
52810).  In  furtherance  of  that  policy,  Part 
I  of  this  release  sets  forth  anticipated 
major  rulemaking  and  related  regulatory 
matters  likely  to  be  considered  by  the 
Commission  during  the  balance  of 
calendar  year  1980 

The  Commission  constantly  seeks  to 
identify  opportunities  to  reform  and 
restructure  regulation,  consistent  with 
changes  in  the  market-place  and  the 
business  community.  Public  awareness 
of  the  Commission’s  goals  and  progress, 
and  public  participation  in  its  regulatory 
reform  activities,  are  essential  to  the 
success  of  those  processes.  In  order  to 
promote  that  participation,  this  release 
also  includes  certain  additional 
information,  not  presented  in  the 
Commission's  earlier  listings  of 
regulatory  matters,  concerning 
anticipated  Commission  regulatory 
priorities. 

In  this  regard.  Part  II  of  this  release 
contains  a  brief  generic  discussion  of 
the  Commission's  regulatory  reform  and 
revision  activities.  This  general 
description  of  initiatives  is  designed  to 
promote  public  comprehension  of  the 
Commission’s  regulatory  reform 
approach  and  direction.  Part  II  also 
describes  particular  proposals  of  this 
nature  which  the  Commission  is  likely  to 
consider  during  the  balance  of  1980.  As 
that  listing  demonstrates,  the 
Commission  continues  to  be  aggressive 
in  reviewing  and  reshaping  its 
regulatory  structure  in  response  to  the 
needs  of  the  investing  public.  The  final 
section  of  Part  II  also  describes  briefly 
some  of  the  areas  in  which  the 
Commission  is  seeking  to  discharge  its 
statutory  goals  without  resort  to  direct 
regulation. 

Part  III  of  this  release  sets  forth 
certain  regulatory  reform  and  revision 
projects  which  the  Commission’s  staff  is 


contemplating  initiating  during  1981. 

With  respect  to  these  longer-range 
matters,  the  Commission  invites  public 
comment  on  its  purposed  staff  priorities 
and  also  invites  suggestions  as  to  other 
initiatives  which  it  should  consider  in 
addition  or  as  alternatives.  Part  III  also 
contains  specific  conceptual  inquiries 
respecting  certain  major  proposed 
reform  projects. 

The  Commission’s  objective  in 
requesting  comments  on  the  matters  set 
forth  in  Part  III  is  to  increase  its 
sensitivity  to  the  facets  of  its  regulation 
which  merit  reconsideration  or  review 
and  to  ensure  that  it  has  the  benefit  of 
the  public's  thinking  at  the  formative 
stages  of  such  projects  with  respect  to 
the  specific  issues  which  should  be 
considered. 

I.  Listing  of  Certain  Regulatory  Matters 

This  listing  sets  forth  certain 
significant  regulatory  matters  likely  to 
come  before  the  Commission  during  the 
balance  of  1980.  It  is  based  upon 
Commission  priorities  at  the  time  of 
publication.  Because  the  Commission 
'  must  respond  to  developments  in  the 
’  capital  markets,  changes  in  economic 
conditions,  new  Congressional  . 
priorities,  and  similar  circumstances  not 
easily  predictable,  no  such  listing  can  be 
definitive.  Additionally,  this  listing  does 
not  include  matters  which,  although 
under  active  consideration,  have  not  yet 
evolved  to  a  point  in  the  deliberative 
process  where  public  Commission 
action  in  certain.*  Accordingly,  while  the 
Commission  believes  that  the 
information  contained  herein  will  be  of 
use  to  interested  persons,  those  affected 
by  Commission  action  should  not  rely 
solely  on  this  document. 

A.  Significant  Initiatives  in  the  Areas  of 
Capital  Formation  and  Corporate 
Disclosure 

1.  Proposed  Revision  of  Form  10-K.  In 
its  November  1977  report  to  the 
Commission,  the  Advisory  Committee 
on  Corporate  Disclosure  recommended 
revisions  to  the  present  annual  report 
filed  on  Form  10-K.  On  August  16, 1078, 
the  Commission  issued  a  concept 
release  requesting  comment  on  the 
present  Form  10-K  and  the  revisions 
which  the  Advisory  Committee  had 
recommended.  In  January  1980,  after 
reviewing  the  resulting  comments  and 
examining  existing  filings,  the 
Commission  proposed  amendments  to 
Form  10-K.  Regulation  S-K,  Rule  14a-3, 
Rule  14c-3,  and  a  number  of  related 
rules,  forms,  and  guides  under  both  the 

1  In  contrast.  Parts  11  and  III  of  this  release  set 
forth  various  matters  which  are  under  staff 
consideration  but  which  have  not  yet  been 
presented  to  the  Commission  for  approval. 
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Securities  Aci  of  1933  and  the  Securities 
Exchange  Act  of  1934.  This  rulemaking 
seeks  to  facilitate  the  integration  of 
filings  under  the  Securities  Act  and  the 
Exchange  Act;  facilitate  the  integration 
of  Form  10-K  and  the  annual  report  to 
shareholders;  and  eliminate  disclosure 
which  is  duplicative  or  otherwise  of 
little  value  to  investors  or  analysts.  The 
staff  anticipates  recommending  further 
action  to  the  Commission  on  the 
outstanding  rule  proposals  in  the  third 
quarter  of  1980.  For  further  information, 
see  Securities  Exchange  Act  Releases 
Nos.  15068  (Aug.  16, 1978)  and  16496 
(Jan.  15, 1980)  (43  FR  37460  and  45  FR 
5972). 

2.  Proposed  Amendments  to  the 
Commission’s  Exhibit  Requirements.  On 
November  16, 1979,  the  Commission 
published  proposals  in  Securities  Act 
Release  No.  5149  which  would 
standardize  and  improve  the 
Commission’s  requirements  relating  to 
the  filing  of  exhibits.  The  proposed 
amendments  would  delete  certain 
exhibits  formerly  required  to  be  filed, 
revise  and  make  uniform  the 
requirements  relating  to  certain  other 
exhibits,  consolidate  most  exhibit 
requirements  in  a  new  Regulation  S-K 
item,  and  require  an  exhibit  index  to  be 
included  with  each  filed  form  or  report. 
The  comment  period  on  this  proposal 
expired  December  31, 1979,  and  the  staff 
expects  to  complete  its  review  of  the 
comments  and  recommend  final  action 
to  the  Commission  in  the  third  quarter  of 
1980.  For  further  information,  see 
Securities  Act  Release  No.  6149  (Nov.  16. 
1979)  (44  FR  67143). 

3.  Publication  for  Comment  of 
Existing  Guides  for  Statistical 
Disclosure  by  Bank  Holding  Companies. 
The  Commission  has  requested 
comments  on  the  quality  and 
desirability  of  disclosure  pursuant  to 
Guides  61  and  3  which  govern  statistical 
disclosure  by  bank  holding  companies. 
This  initiative  fulfills  the  Commission’s 
undertaking  expressed  at  the  time  these 
guides  were  promulgated  to  review  the 
experience  of  registrants  and  users  to 
determine  whether  the  new  disclosures 
are  necessary  and  appropriate.  Staff 
proposals  based  on  the  comments  will 
be  submitted  to  the  Commission  in  the 
third  quarter  of  1980.  For  further 
information,  see  Securities  Act  Release 
No.  6115  (Aug.  30, 1979)  (44  FR  52820). 

4.  Proposed  Form  S-15.  The 
Commission  published  proposed  Form 
S-15  for  comment  on  January  15, 1980. 
This  form  would  provide  an  abbreviated 
vehicle  for  Securities  Act  registration  of 
securities  issued  in  certain  corporate 
reorganizations  and  business 
combination  transactions,  if  specified 


criteria  were  met.  The  public  comment  • 
period  closed  on  April  30, 1980,  and  the 
staff  is  analyzing  the  comments  received 
and  will  prepare  final  proposals  for 
Commission  consideration  in  the  third 
quarter  of  1980.  For  further  information, 
see  Securities  Act  Release  No.  6177  (Jan. 
15. 1980)  (45  FR  5934). 

5.  Re-evaluation  of  the  Guides.  As 
part  of  a  long-term  program  to  review  all 
of  its  disclosure  requirements,  the 
Commission  has  published  a  concept 
release  soliciting  public  comment  on  the 
“guides  for  Preparation  and  Filing  of 
Registration  Statements  under  the 
Securities  Act  of  1933"  and  the  “Guides 
for  Preparation  and  Filing  of  Reports 
and  Proxy  and  Registration  Statements 
under  the  Securities  Exchange  Act  of 
1934."  The  purpose  of  this  re-evaluation 
is  to  monitor  the  effectiveness  of  the 
Guides  and  to  identify  those  which  have 
become  obsolete  or  inconsistent  with 
particular  rules,  regulations,  or  forms. 
The  staff  anticipates  that  the 
Commission  will  consider 
recommendations  based  on  the 
comment  process  during  the  third 
quarter  of  1980.  For  further  information, 
see  Securities  Act  Release  No.  6163 
(Dec.  5. 1979)  (44  FR  72604). 

6.  Management  Remuneration.  On 
May  6, 1980,  the  Commission  proposed 
for  public  comment  amendments  to  Item 
4  of  Regulation  S-K.  These  proposals 
involve  the  disclosure  of  management 
remuneration  and  specifically  address 
pension,  option,  and  stock  appreciation 
rights  plans,  the  definition  of  an 
executive  officer,  compensation  relating 
to  the  termination  of  employment, 
indebtedness  of  management,  and 
certain  other  technical  amendments. 

The  proposals  are  a  result  of  the 
Commission's  monitoring  of  the 
disclosure  provisions  adopted  in 
Securities  Act  Release  No.  6003  (Dec.  4, 
1978)  (43  FR  58151).  The  staff  anticipates 
recommending  further  action  to  the 
Commission  on  these  proposals 
following  its  review  of  the  comments 
received.  For  further  information,  see 
Securities  Act  Release  No.  6210  (May  6, 
1980)  (45  FR  31733). 

7.  Proposed  Amendments  to  Tender 
Offer  Rules.  The  Commission  has 
proposed  a  series  of  amendments  to  the 
various  rules  governing  tender  offers. 
Among  the  chief  features  of  these 
proposals  are  a  definition  of  the  term 
“tender  offer”;  certain  antifraud 
provisions  concerning  trading  by 
persons  on  the  basis  of  material 
nonpublic  information  relating  to  a 
tender  offer  provisions  requiring  equal 
treatment  of  security  holders  in  the 
context  of  a  tender  offer  and  a 
prohibition  of  certain  purchases  not 


made  by  means  of  a  tender  offer.  The 
comment  period  expired  on  February  15, 
1980,  and  the  staff  expects  that 
recommendations  will  be  considered  by 
the  Commission  during  the  third  quarter 
of  1980.  For  further  information,  see 
Securities  Act  Release  No.  6159  (Nov.  29, 
1979)  (44  FR  70349). 

8.  Corporate  Governance.  In  April 
1977,  the  Commission  announced  a 
comprehensive  study  of  the  difficult 
issues  relating  to  shareholder 
communications,  shareholder 
participation  in  the  corporate  electoral 
process,  and  corporate  governance 
generally.  During  1977,  the  Commission 
conducted  hearings  in  four  cities 
concerning  these  basic  issues.  In  1978, 
as  a  result  of  this  proceeding,  the 
Commission  adopted  rules  to  expand 
the  disclosures  concerning  board 
structure  and  director  qualifications  in 
proxy  statements,  and.  in  1979,  the 
Commission  adopted  rules  revising  the 
form  of  the  proxy  card  in  order  to 
increase  the  opportunity  for 
shareholders  to  participate  in  the 
corporate  electoral  and  decision-making 
process. 

The  Commission  anticipates  that  a 
staff  report  on  corporate  governance 
issues  will  be  completed  during  1980. 
Following  publication  of  this  report,  the 
Commission  will  consider  what  further 
action,  if  any,  is  appropriate,  based  on 
the  recommendations  in  that  report.  For 
further  information,  see  Securities 
Exchange  Act  Releases  Nos.  16356  (Nov. 
21. 1979).  15384  (Dec.  6. 1978),  13482 
(Apr.  28. 1977),  and  13901  (Aug.  29. 1977) 
(44  FR  68764,  43  FR  58522,  42  FR  23901, 
and  44860). 

9.  Classification  of  Issuers.  On  June  2, 
1980,  the  Commission  published  a 
release  which  solicits  comments  on  the 
feasibility  of  establishing  defined 
classes  of  small  issuers  for  purposes  of 
modifying  certain  reporting  and  other 
obligations  under  the  Securities 
Exchange  Act.  The  Commission  also 
released  statistical  data  with  respect  to 
those  companies  that  are  subject  to  the 
Securities  Exchange  Act  pursuant  to 
Sections  12  and  15(d)  thereof,  for  the 
purpose  of  evaluating  potential 
classification  criteria.  Based  on  the 
public  comments,  the  staff  will  consider 
whether  to  recommend  that  the 
Commission  propose  reduced  or 
streamlined  disclosure  obligations  either 
with  respect  to  the  frequency  of  reports 
or  the  type  of  information  reported,  or 
both,  for  one  or  two  additional  classes 
of  issuers.  - 

The  comment  period  on  this  concept 
release  closes  on  September  15. 1980, 
and  the  staff  anticipates  presenting 
recommendations  to  the  Commission 
concerning  these  matters  before  the  end 
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/  of  1980.  For  further  information,  see 
Securities  Exchange  Act  Release  No. 
16866  (June  2, 1980)  (45  FR  40145). 

B.  Significant  Initiatives  Affecting 
Regulation  of  the  Securities  Markets 
and  the  Securities  Industry 

1.  National  Market  System.  The 
Securities  Act  Amendments  of  1975 
directed  the  Commission  to  facilitate  the 
establishment  of  a  national  market 
system  for  securities.  As  part  of  its 
implementation  of  that  mandate,  the 
staff  anticipates  presenting 
recommendations  to  the  Commission 
concerning  a  number  of  initiatives 
during  the  third  and  fourth  quarters  of 
1980.  In  particular,  the  Commission  may 
consider  whether  to  adopt,  withdraw,  or 
republish  for  comment  pending  rule 
proposals  in  four  major  areas: 

(1)  A  proposal  to  require  nationwide 
price  protection  for  displayed  public 
limit  orders  for  certain  securities.  For 
further  information,  see  Securities 
Exchange  Act  Release  No.  15770  (Apr. 

26, 1979)  (44  FR  26692). 

(2)  Proposals  to  establish  procedures 
by  which  securities  or  classes  of 
securities  would  be  designated  as 
qualified  for  trading  in  a  national  market 
system.  For  further  information,  see 
Securities  Exchange  Act  Release  No. 
15926  (June  15, 1979)  (44  FR  36912). 

(3)  Proposed  procedures  and 
requirements  for  plans  governing  the 
development,  operation,  or  regulation  of 
a  national  market  system  or  the 
facilities  thereof.  For  further 
information,  see  Securities  Exchange 
Act  Release  No.  16410  (Dec.  7, 1979)  (44 
FR  72607). 

For  a  general  discussion  of  the 
Commission’s  national  market  system 
initiatives,  see  Securities  Exchange  Act 
Release  Nos.  14416  (Jan.  26, 1978)  and 
15671  (Mar.  22, 1979)  (43  FR  4354  and  44 
FR  20360). 

2.  Options  Study  Recommendations. 
During  1980,  the  Commission  will 
consider  whether,  in  response  to  the 
recommendations  of  the  Commission’s 
Special  Study  of  the  Options  Markets,  to 
propose  rules  (1)  to  require  self- 
regulatory  organizations  to  establish  a 
central  investor  complaint  file;  (2)  to 
require  the  disclosure  on  customer 
account  statements  of  information  on 
commission  charges;  and  (3)  to  establish 
minimum  training  requirements  for 
registered  representatives  who 
recommend  options  transactions  to 
customers.  For  further  information,  see 
Securities  Exchange  Act  Release  No. 
16701  (Mar.  26, 1980)  (45  FR  21426). 

3.  Underwriting  Practices.  In  1978,  the 
National  Association  of  Securities 
Dealers,  Inc.,  filed  a  proposed  rule 
change  governing  the  payment  and 


receipt  of  selling  concessions,  discounts, 
and  other  allowances  in  connection  with 
fixed  price  securities  offerings.  The 
initial  impetus  for  the  proposed  rule 
change  was  the  federal  district  court 
decision  in  Papilsky  v.  Berndt  (1976-77 
Transfer  Binder]  Fed.  Sec.  L.  Rep.  (CCH) 
195,627  (S.D.N.Y.,  1976).  The  public 
hearings  on  issues  raised  by  the 
proposed  rule  change  were  concluded 
on  November  30, 1979.  The  staff  is 
presently  analyzing  the  record  of  this 
proceeding,  and  the  Commission  has 
announced  that  it  will  consider  what 
further  action  to  take  concerning  the 
NASD’s  rule  proposal  at  an  open 
meeting  on  July  3, 1980.  For  further 
information,  see  Securities  Exchange 
Act  Release  No.  15807  (May  9, 1979)  (44 
FR  28574). 

4.  Rules  10b-10  and  15c2-12.  The 
Commission  has  proposed  amendments 
to  Rules  10b-10  and  15c2-12  under  the 
Securities  Exchange  Act  which  would 
require  brokers,  dealers,  and  municipal 
securities  dealers  to  disclose  on 
customer  confirmations  the  amount  of 
remuneration  received  in  certain 
transactions  in  debt  securities.  The  staff 
is  reviewing  the  public  comments 
received  and  anticipates  presenting  its 
recommendations  to  the  Commission 
during  the  third  or  fourth  quarters  of 
1980.  For  further  information,  see 
Securities  Exchange  Act  Release  Nos. 
15219  and  15220  (Oct.  6, 1978)  (43  FR 
47495  and  47333). 

5.  Proposed  Rule  13e-2.  In  1970  and 
1973,  the  Commission  published  for 
comment  proposed  Rule  13e-2  which 
would  impose  restrictions  on  an  issuer’s 
repurchases  of  its  own  securities.  During 
the  third  quarter  of  1980,  the  staff 
anticipates  presenting  recommendations 
to  the  Commission  concerning  whether 
to  adopt  or  withdraw  proposed  Rule 
13e-2  or  publish  for  comment  a  revised 
version.  For  further  information,  see 
Securities  Exchange  Act  Release  No. 
10539  (Dec.  6, 1973)  (38  FR  34341). 

6.  Proposed  Rule  15b7-l.  In  1977,  the 
Commission  published  proposed  Rule 
15b7-l  under  the  Securities  Exchange 
Act  which  would  establish  minimum 
qualification  requirements  for  brokers 
and  dealers  and  their  associated 
persons.  During  the  fourth  quarter  of 
1980,  the  staff  may  recommend  to  the 
Commission  that  it  consider  whether  to 
adopt  or  withdraw  proposed  Rule  15b7- 
1  or  publish  for  comment  a  revised 
version.  For  further  information,  see 
Securities  Exchange  Act  Release  No. 
13679  (June  27, 1977)  (43  FR  34328). 

7.  Rule  19b-4.  In  1979,  the  Commission 
published  proposed  amendments  to  Rule 
19b-4  under  the  Securities  Exchange 
Act.  That  rule  specifies  the  procedures 
that  self-regulatory  organizations  must 


follow  in  filing  proposed  rule  changes 
with  the  Commission.  The  proposed 
amendments  are  intended  to  enhance 
the  efficiency  of  the  Commission’s 
oversight  of  self-regulatory 
organizations.  During  the  third  quarter 
of  1980,  the  staff  anticipates 
recommending  that  the  Commission 
consider  whether  to  adopt  these 
amendments.  For  further  information, 
see  Securities  Exchange  Act  Release  No. 
15838  (May  18, 1979)  (44  FR  30924). 

C.  Significant  Initiatives  Affecting 
Investment  Companies  and  Investment 
Advisers 

1.  Status  of  Certain  Issuers.  The 
Commission  has  proposed  three 
Investment  Company  Act  rules — Rules 
3a-l,  3a-2,  3a-3 — and  an  amendment  to 
existing  Rule  3c-2 — all  relating  to 
whether  certain  issuers  which  have  the 
characteristics  of  investment  companies 
will  be  regulated  under  the  Investment 
Company  Act  of  1940.  The  comment 
periods  closed  January  8, 1980.  The  staff 
anticipates  that  the  Commission  will 
consider  these  proposals  further  during 
1980  upon  completion  of  the  staff  review 
of  the  public  comments.  On  June  3, 1980, 
the  Commission  transmitted  to  Congress 
a  legislative  proposal  relating  to 
business  development  companies,  one 
part  of  which,  if  adopted,  would  make 
the  proposed  amendment  to  Rule  3c-2 
unnecessary.  For  further  information, 
see  Investment  Company  Act  Release 
Nos.  10937  (Nov.  15, 1979),  10938  (Nov. 

13, 1979),  10943  (Nov.  16, 1979),  and 
10944  (Nov.  16, 1979)  (44  FR  66608,  66612, 
67152,  and  67150). 

2.  Proposed  Amendments  to  Rule  17 j- 
1.  At  an  open  meeting  on  September  2, 
1979,  the  Commission  adopted  Rule  17j- 
1  under  the  Investment  Company  Act 
requiring  investment  companies  and 
their  investment  advisers  and  principal 
underwriters  to  develop  codes  of  ethics 
governing  purchases  or  sales  by 
investment  company  insiders  of  the 
same  securities  held  or  to  be  acquired 
by  the  investment  company.  However, 
the  Commission  has  not  published  the 
rule  as  adopted  because  it  wished  to 
consider  whether  to  propose 
simultaneously  certain  amendments  to 
the  rule  which  would  give  guidance  to 
those  entities  required  to  adopt  codes  of 
ethics  as  to  some  of  the  activities  which 
would  constitute  fraudulent,  deceptive, 
or  manipulative  acts,  practices  or 
courses  of  business.  During  the  third  or 
fourth  quarters  of  1980,  the  Commission 
anticipates  considering  whether  to 
publish  notice  of  the  adoption  of  the  rule 
and  propose  such  amendments.  For 
further  information,  see  Investment 
Company  Act  Release  Nos.  10162  (Mar. 
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20, 1978)  and  10222  (Apr.  28, 1978)  (43  FR 
19669  and  12721). 

3.  Revision  of  Procedures  for 
Processing  Post-Effective  Amendments. 
The  Commission  has  proposed  for 
comment  a  rule  under  the  Securities  Act, 
and  related  amendments  to  registration 
statement  forms,  which  would  cause 
most  post-effective  amendments  to 
registration  statements  Hied  by 
investment  companies  to  become 
effective  automatically,  without 
affirmative  action  by  the  Commission  or 
its  staff.  Post-effective  amendments 
would  become  effective  either 
immediately  upon  filing  or  60  days 
thereafter,  depending  upon  their  nature. 
The  staff  anticipates  completing  its 
review  of  the  public  comments  and 
recommending  further  action  to  the 
Commission  during  1980.  For  further 
information,  see  Securities  Act  Release 
No.  6205  (Apr.  3, 1980)  (45  FR  24500). 

4.  Disclosure  of  Money  Market  Fund 
Yields.  The  Commission  has  published 
for  comment  a  proposed  amendment  to 
the  registration  statement  form  for  open- 
end  management  investment  companies 
to  require  the  inclusion  in  the 
prospectuses  of  money  market  funds  of 
a  yield  figure  computed  according  to  a 
standardized  method.  The  Commission 
also  proposed  an  amendment  to  Rule 
434d  under  the  Securities  Act,  relating  to 
advertisements  by  investment 
companies  in  the  form  of  an  “omitting 
prospectus,"  which  would  require 
money  market  funds  to  compute  any 
yield  quotations  used  in  Rule  434d 
advertisements  according  to  that 
standardized  method.  The  staff 
anticipates  completing  its  review  of  the 
public  comments  and  recommending 
further  action  to  the  Commission  during 
1980.  For  further  information,  see 
Securities  Act  Release  No.  6183  (Jan.  28, 
1980)  (45  FR  7578). 

5.  Mutual  Fund  Distribution  Expenses. 
The  Commission  has  proposed  two  rules 
under  the  Investment  Company  Act 
relating  to  the  bearing  of  distribution 
expenses  by  mutual  funds.  The  first. 

Rule  12b-l,  would  permit  mutual  funds 
to  finance  the  distribution  of  its  shares  if 
certain  conditions  were  met;  the  second. 
Rule  17d-3,  would  provide  a  limited 
exemption  from  the  requirement  of  prior 
Commission  approval  for  certain 
transactions  involving  affiliated 
persons,  if  the  transactions  complied 
with  Rule  12b-l.  The  Commission  also 
proposed  related  form  amendments 
regarding  disclosure  of  distribution 
expenses.  Further  Commission  action  on 
this  matter  is  anticipated  in  the  third 
quarter  of  1980.  For  further  information, 
see  Investment  Company  Act  Release' 
No.  10862  (Sept.  7, 1979)  (44  FR  54014). 


D.  Significant  Accounting  Related 
Initiatives 

1.  General  Revision  of  Regulation  S~ 

X.  In  January  1980,  the  Commission 
proposed  certain  amendments  to 
Regulation  S-X,  which  governs  the  form 
and  content  of  financial  statements  filed 
with  the  Commission.  These  proposals 
were  responsive  to  the  recommendation 
of  the  Commission’s  Advisory 
Committee  on  Corporate  Disclosure  that 
a  continuing  goal  of  the  Commission 
should  be  the  elimination  of  rules  of 
general  applicability  which  cause 
differences  between  financial 
statements  prepared  in  accordance  with 
Regulation  S-X  and  those  prepared  in 
accordance  with  generally  accepted 
accounting  principles.  The  staff  is 
reviewing  the  public  comments  received 
on  this  proposal  and  anticipates 
recommending  that  the  Commission 
consider  further  action  during  the  third 
quarter  of  1980.  For  further  information, 
see  Securities  Act  Releases  No.  6178 
(Jan.  15, 1980)  and  No.  6204  (Apr.  2, 1980) 
(45  FR  5943  and  24499). 

2.  Form  and  Content  of  Financial 
Statements.  Simultaneously  with  the 
publication  of  the  foregoing  item,  the 
Commission  proposed  amendments  to 
Regulation  S-X  intended  to  establish 
uniform  instructions  governing  the 
periods  to  be  covered  in  financial 
statements  included  in  annual  reports  to 
shareholders  and  in  most  filings  with  the 
Commission  under  the  Securities  Act  of 
1933  and  the  Securities  Exchange  Act  of 
1934.  The  staff  is  now  reviewing  the 
public  comments  and  anticipates 
recommending  that  the  Commission 
consider  further  action  with  respect  to 
the  proposals  during  the  third  quarter  of 
1980.  For  further  information,  see 
Securities  Act  Release  No.  6179  (Jan.  15, 
1980)  (45  FR  5963). 

3.  Accountants  ’  Liability  for  Reports 
on  Certain  Unaudited  Information 
Under  the  Securities  Act  of  1933.  In 
December  1979,  the  Commission 
adopted  rules  which  provide  that  a 
“report”  prepared  or  certified  by  an 
accountant  within  the  meaning  of 
Sections  7  and  11  of  the  Securities  Act  of 
1933  shall  not  include  a  review  of 
unaudited  interim  financial  information. 
In  April  1980,  the  Commission  proposed 
similar  amendments  which  would 
exclude  (1)  reports  on  unaudited 
supplementary  information  concerning 
the  effects  of  changing  prices,  and  (2) 
reports  on  unaudited  oil  and  gas  reserve 
information  from  the  ambit  of  Sections  7 
and  11.  The  purpose  of  these  proposals 
is  to  encourage  the  expansion  of 
auditors’  responsibilities  to  include 
limited  assurances  concerning  matters 
for  which  a  full  audit  has  not  been 


undertaken.  Following  staff  review  of 
the  public  comments  received,  which  is 
anticipated  to  be  completed  in  the  third 
quarter  of  1980,  the  Commission  will 
determine  what  further  action  to  take  on 
these  proposals. 

In  this  connection,  the  Commission’s 
release  publishing  these  proposals  also 
stated  that,  in  the  near  future,  the 
Commission  intends  to  request 
comments  also  on  whether  it  should 
develop  a  general  rule  which  addresses 
the  issue  of  accountants’  liability  with 
respect  to  any  reports  issued  by 
accountants,  after  conducting  reviews 
less  extensive  than  an  audit.  The 
Commission  expects  to  consider 
whether  such  a  general  approach  to  the 
liability  issue  should  be  formulated 
during  the  second  half  of  1960.  For 
further  information,  see  Securities  Act 
Release  No.  6208,  (Apr.  30. 1960)  (45  FR 
29849). 

4.  Ratio  of  Earnings  to  Fixed  Charges. 
The  Commission  has  issued  a  concept 
release  requesting  comments  on  the 
usefulness  of  the  requirement  that 
registrants  present  a  ratio  of  earnings  to 
fixed  charges  in  filing  with  the 
Commission.  The  staff  will  review 
comments  and  recommend  further 
Commission  action  during  the  third 
quarter  of  1980.  For  further  information, 
see  Securities  Act  Releases  No.  6196 
(Mar.  7, 1980)  and  No.  6211  (May  9, 1980) 
(45  FR  16498  and  33650). 

5.  Report  on  the  Accounting 
Profession.  In  1977,  the  Commission 
indicated  to  Congress  that  the 
Commission  would  report  periodically 
on  the  response  of  the  accounting 
profession  to  the  challenges  which 
Congress  and  others  had  placed  before 
it  and  on  the  Commission’s  own 
initiatives  concerning  the  profession. 
The  Commission  submitted  such  reports 
to  Congress  in  1978  and  1979,  and 
intends  to  submit  a  further  report  by  the 
end  of  July,  1980. 

E.  Miscellaneous 

1.  Confidential  Treatment  Requests. 
On  December  28, 1979,  the  Commission 
issued  a  proposed  rule  setting  forth 
procedures  to  be  followed  by  persons 
seeking  confidential  treatment  of 
material  submitted  to  the  Commission. 
The  staff  is  studying  the  public 
comments  and  expects  to  make 
recommendations  to  the  Commission  in 
the  near  future.  For  further  information, 
see  Securities  Act  Release  No.  6172 
(Dec.  28, 1979)  (45  FR  1627). 
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II.  Regulatory  Review  and  Reform 
Initiatives 

A.  General  Policy 

In  addition  to  the  regulatory 
initiatives  described  above,  the 
Commission  is  engaged  in  several 
significant  efforts  directed  at  the 
revision,  simplification,  and  reform  of 
various  categories  of  its  rules  under  the 
federal  securities  laws.  In  general,  each 
of  these  efforts  reflects  one  or  more  of 
three  themes.  First,  the  Commission 
seeks  to  review  its  rules  continuously 
with  a  view  toward  maximizing  investor 
protection  while  minimizing  the  costs 
and  complexity  of  compliance  and  the 
level  of  federal  intervention  in  business 
activity.  Examples  of  this  type  of  review 
include  the  Commission’s  proposals 
concerning  the  integration  of  disclosure 
requirements  under  the  Securities  Act 
and  the  Securities  Exchage  Act  and  the 
Commission's  ongoing  studies  under  the 
Investment  Company  Act  and 
Investment  Advisers  Act.  See  Items  1, 4, 
and  5  of  Part  IIB;  infra. 

Second,  as  a  result  of  the  impetus 
provided  by  the  work  of  the  Advisory 
Committee  on  Corporate  Disclosure,2  the 
Commission  has  initiated  systematic 
measures  to  review  all  disclosure- 
related  rules,  forms,  and  guides  on  a 
regular  basis.  The  Commission’s 
objective  is  to  eliminate  out-of-date 
requirements,  remove  inconsistencies, 
and,  in  general,  to  adjust  its  disclosure 
requirements  to  the  ever-changing 
economic  and  business  environment.  A 
current  example  of  this  facet  of  the 
Commission’s  regulatory  review 
program  is  the  review  of  the  guides  for 
filing  registration  statements  and 
reports.  See  generally  Items  2  and  6  of 
Part  IIB,  infra. 

Third,  the  Commission  has  been 
particularly  attentive  to  the  effect  of  its 
requirements  on  small  business  and  has 
taken  a  number  of  steps  to  reduce 
burdens  on  such  entities  consistent  with 
investor  protection.  For  example,  in 
Securities  Act  Release  No.  6049  (Apr.  3, 
1979)  (44  FR  21562),  the  Commission 
adopted  Form  S-18,  a  simplified 
registration  form  available  to  certain 
issuers  not  subject  to  the  Commission’s 
continous  reporting  requirements.  Form 
S-18  may  be  utilized  for  the  registration 
of  up  to  $5  million  of  securities. 

Similarly,  in  Securities  Act  Release  No. 
6180  (Jan.  10, 1980)  (45  FR  6362),  the 
Commission  adopted  Securities  Act  Rule 
242, 17  CFR  230.242,  which  allows 
certain  issuers  to  sell  up  to  $2  million  of 
securities  in  any  six-month  period  to  an 


2  Report  of  the  Advisory  Committee  on  Corporate 
Disclosure  to  the  SEC.  Committee  Print  No.  95-29, 
95th  Cong..  1st  Sess.  (1977). 


unlimited  number  of  “accredited 
persons,”  including  specified 
institutions,  purchasers  of  $100,000  or 
more,  and  executive  officers  and 
directors  of  the  issuer,  as  well  as  to  35 
other  purchasers.  Further  current 
Commission  initiatives  of  this  nature  are 
listed  in  Item  3  of  Part  IIB,  infra. 

In  addition  to  these  three  areas, 
another  important  facet  of  the 
Commission’s  efforts  to  review  existing 
regulatory  requirements  is  monitoring  of 
the  operation  and  consequences  of  rules 
after  they  are  adopted.  In  this 
connection,  the  Commission  has 
instituted  a  number  of  monitoring 
programs  with  the  goal  of  assessing,  on 
an  empirical  basis,  the  impact  of 
particular  regulations  on  issuers, 
securities  markets,  and  securities 
markets  participants.  The  objective  of 
such  a  program  is  to  provide  the 
Commission  with  the  empirical 
predicate  for  the  continuing  examination 
of  its  regulatory  framework.  These 
programs  utilize  existing  Commission 
data,  as  well  as  field  research  and 
surveys,  in  conjunction  with  established 
economic  and  statistical  methodologies. 
In  addition,  the  Commission’s 
Directorate  of  Economic  and  Policy 
Analysis  is  seeking  to  develop  new 
analytic  techniques  to  assess  the  impact 
of  regulatory  actions. 

The  Commission’s  sensitivity  to  the 
importance  of  monitoring  has  already 
generated  several  examples  of  the  scope 
and  impact  of  studies  of  this  nature. 

First,  the  Commission  recently  released 
a  monitoring  report  on  Form  S-18,  a 
shortened  registration  form  utilized  by 
first-time  securities  issuers.3  That  report 
examined  the  use  of  Form  S-18  during 
1979,  with  particular  emphasis  on  the 
characteristics  of  issuers  utilizing  the 
form,  as  well  as  the  result  cost  savings. 

In  addition,  the  Commission  has 
prepared  a  study  of  the  market  impact  of 
securities  sales  pursuant  to  Rule  144,  a 
regulation  governing  the  distribution  of 
certain  securities,  as  a  prelude  to 
consideration  of  further  liberalization  of 
that  rule.4  Further,  concurrently  with  the 
adoption  of  new  Rule  242,  an  exemptive 
provision  designed  to  facilitate  sales  of 
securities  by  certain  issuers,  the 
Commission  announced  that  it  will 
closely  monitor  the  operation  of  the  rule 
in  order  to  assess  its  continuing  impact.5 
Finally,  the  Commission  has  initiated  a 
monitoring  program  which  will  assist  it 
in  studying  the  consequences  of 


3  Securities  and  Exchange  Commission,  Form  S- 
18:  A  Monitoring  Report  on  Its  Use  in  1979  (March, 
1980). 

4  Securities  and  Exchange  Commission,  Rule  144 
Sales  in  the  OTC  Market  (January,  1980). 

6  Securities  Act  Release  No.  62180  (Jan.  10, 1980) 
(45  FR  6362). 


Commission  Rule  19c-3  which  precludes 
national  securities  exchanges  from 
limiting  off-board  trading  by  their 
members  in  certain  listed  securities.8 
The  Commission  intends  to  remain  alert 
for  opportunities  to  implement 
monitoring  programs  in  conjunction  with 
new  rules  as  they  are  adopted. 

The  Commission  believes  that  ongoing 
review,  evaluation,  and  monitoring  of 
regulatory  requirements  are  essential 
components  of  its  responsibilities  in 
administering  the  federal  securities 
laws.  These  processes  benefit  from 
public  commentary,  and  the  Commission 
encourages  all  interested  segments  of 
the  public  and  business  community  to 
submit  comments  on  these  programs  in 
accordance  with  the  terms  of  the 
various  releases  announcing  these 
projects. 

B.  Specific  Initiatives 

Listed  below  are  the  major  efforts  in 
which  the  staff  is  currently  engaged  to 
review  existing  Commission  regulations. 
In  those  instances  where  the 
Commission  has  issued  a  formal 
statement  concerning  the  matter,  the 
relevant  release  is  cited.  In  some  cases, 
however,  the  staff  has  not  yet  developed 
the  specific  initiatives  discussed  to  the 
point  of  formal  Commission 
consideration.  In  these  instances,  while 
the  staff  anticipates  Commission  action 
consideration  during  1980,  the  matters 
involved  may,  of  course,  be 
substantially  revised  or  rejected  by  the 
Commission. 

1.  Integration  and  Improvement  of 
Registration  and  Reporting 
Requirements.  In  response  to  the 
recommendations  of  the  Disclosure 
Advisory  Committee,  the  Commission  is 
engaged  in  a  project  to  integrate  the 
registration  and  reporting  requirements 
under  the  Securities  Act  of  1933  and  the 
Securities  Exchange  Act  of  1934.  The 
Commission  believes  that  integration  of 
these  disclosure  requirements  will 
benefit  registrants  by  reducing 
duplicative  reporting  and  will  produce  a 
more  coherent  reporting  structure. 

In  this  connection,  the  Commission 
has  focused  principally  on  improving 
and  simplifying  the  registration  and 
reporting  processes.  Initiatives  to  date 
have  resulted  in  four  separate  proposals. 

a.  Integration  of  Form  10-K  and  the 
Annual  Report  to  Shareholders.  The 
Commission  has  published  a  proposal 
directed  toward  developing  the 
fundamental  blueprint  for  a  system  of 
integration  using  the  annual  report  to 
shareholders  as  the  key  disclosure 
document.  See  Securities  Act  Release 


‘Securities  Exchange  Act  Release  No.  16888  (June 
11, 1980)  (45  FR  41125). 
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No.  6176  (Jan.  15, 1980)  (45  FR  5974).  This 
initiative  is  described  in  more  detail  in 
Item  1  of  Part  IA,  supra. 

b.  Form  and  Content  of  Financial 
Statements.  The  Commission  is  re¬ 
evaluating  requirements  for  financial 
statements  focusing  on  issues  such  as 
the  periods  covered,  the  entities 
separately  reported  upon,  and  the 
requirement  that  pro  forma  financial 
statements  be  presented.  See  Securities 
Act  Release  No.  6179  (Jan.  15, 1980)  (45 
FR  5963).  This  initiative  is  described  in 
part  in  Item  2  of  Part  ID,  supra. 

c.  Review  of  Regulation  S-X.  The 
Commission  has  solicited  comment  on 
those  requirements  in  its  rules  which  are 
unnecessary  or  duplicative  in  light  of 
generally  accepted  accounting 
principles.  See  Securities  Act  Release 
No.  6178  (Jan.  15, 1980)  (45  FR  5943).  This 
initiative  is  described  in  more  detail  in 
Item  1  of  Part  ID,  supra. 

d.  Proposed  Form  S-15.  The 
Commission  has  proposed  a  short  form 
for  registration  of  securities  issued  in 
certain  merger  and  reorganization 
transactions.  See  Securities  Act  Release 
No.  6177  (Jan.  15, 1980)  (45  FR  5934).  This 
initiative  is  described  in  more  detail 
under  Item  4  of  Part  IA,  supra. 

2.  Review  of  Disclosure 
Requirements.  As  described  in  Item  5  of 
Part  IA,  the  Commission  has 
commenced  a  review  of  all  its  disclosure 
requirements  under  the  Securities  Act  of 
1933  and  the  Securities  Exchange  Act  of 
1934.  As  part  of  this  process,  in 
Securities  Act  Release  No.  6163  (Dec.  5, 
1979)  (44  FR  72604),  the  Commission 
solicited  comments  on  the  various 
Guides  which  have  been  issued  under 
both  Acts. 

3.  Small  Issuer  Capital  Formation. 

The  Commission  has  for  some  time  been 
examining  steps  that  might  be  taken  to 
facilitate  small  business  capital 
formation  and  to  reduce  undue 
regulatory  burdens  on  smaller 
registrants  arising  from  administration 
of  the  federal  securities  laws.  See 
Securities  Act  Release  No.  5914  (Mar.  15, 
1978)  (43  FR  10876).  While  the 
Commission's  primary  responsibility  is 
to  protect  investors  and  the  integrity  of 
the  securities  markets,  compliance  with 
Commission  regulations  should  not 
operate  unnecessarily  to  impair  capital 
formation  or  to  impose  undue 
obligations  on  smaller  issuers  or  broker- 
dealers.  Accordingly,  the  Commission’s 
staff  is  considering  several  new 
initiatives  designed  to  accommodate  the 
needs  of  small  business  in  a  manner 
consistent  with  its  statutory 
responsibilities. 

a.  Regulation  A.  Regulation  A,  17  CFR 
230.251-264,  contains  an  exemption  from 
the  full  registration  requirements  of  the 


Securities  Act  of  1933  for  certain  small 
offerings  of  securities.7  The  Office  of 
Small  Business  Policy  is  preparing 
proposals  which  would  amend 
Regulation  A  to  update  and  consolidate 
the  disclosure  which  Form  1-A  and 
Schedule  I  require.  In  addition,  the 
Commission  has  proposed  amendments 
to  Rule  252  of  Regulation  A.  Rule  252 
disqualifies  certain  issuers  from  utilizing 
Regulation  A  unless  the  Commission 
finds  good  cause  to  grant  relief.  The 
Commission’s  proposals  would  cause 
disqualifications  to  lapse  automatically 
after  a  specified  period  of  time  or  upon 
satisfaction  of  certain  objective  criteria. 
For  further  information,  see  Securities 
Act  Release  No.  6214  (June  19, 1980)  (45 
FR  42642). 

b.  Rule  240.  The  Office  of  Small 
Business  Policy  is  also  considering 
whether  to  recommend  that  the 
Commission  propose  amendments  to 
Rule  240, 17  CFR  230.240,  which  exempts 
certain  limited  offers  and  sales  by 
closely  held  issuers.  The  staff  is 
examining  the  merits  of  increasing  the 
$100,000  ceiling  on  the  aggregate  price  of 
securities  which  may  be  offered 
pursuant  to  Rule  240  and  excluding  from 
that  figure  the  dollar  amount  of  sales  of 
equity  securities  to  defined  institutional 
investors.  In  addition,  the  staff  is 
considering  whether  to  eliminate  the 
present  requirement  that  the  amount  of 
securities  which  may  be  offered 
pursuant  to  Regulation  A  be  reduced  by 
the  amount  of  securities  offered  during 
the  previous  year  under  Rule  240. 

c.  Wrap-Around  Offering  Circular. 

The  Office  of  Small  Business  Policy 
currently  is  considering  development  of 
a  “wrap-around”  offering  circular  for 
Regulation  A  offerings  by  companies 
which  have  been  subject  for  at  least  two 
years  to  the  continuous  reporting 
requirements  of  the  Securities  Exchange 
Act.  The  contemplated  offering  circular 
would  be  annexed  to  certain  periodic 
reports  which  a  registration  statement 
on  Form  S-16  incorporates  by  reference. 

d.  Rule  146.  The  Office  of  Small 
Business  Policy  is  considering 
amendments  to  Rule  146, 17  CFR  230.146, 
the  Commission’s  safe  harbor  rule  for 
private  offerings,8  which  would  more 

7  In  Securities  Act  Release  No.  5977  (Sept.  11, 

1978)  (43  FR  41383),  the  Commission  adopted  an 
amendment  to  Regulation  A  to  increase  the 
aggregate  offering  price  of  securities  which  may  be 
sold  thereunder  during  a  12-month  period  from 
$500,000  to  $1,500,000.  This  amendment  followed 
Congressional  action  amending  Section  3(b)  of  the 
Securities  Act  to  raise  the  ceiling  on  the 
Commission's  authority  to  create  a  small  offering 
exemption. 

"In  Securities  Act  Release  No.  5975  (Sept.  8. 1978) 
(43  FR  41193),  the  Commission  adopted  an 
amendment  to  Rule  146  which  modifies  the 
disclosure  requirements  applicable  to  an  offering 


closely  conform  that  provision  to.  Rule 
242,  supra,  which  exempts  certain 
limited  offerings  from  the  registration 
requirements  of  the  Securities  Act  of 
1933.  Among  the  questions  under  review 
are  whether  to  add  to  Rule  146(e)  an 
express  materiality  standard  with 
respect  to  the  information  which  must 
be  received  by,  or  be  accessible  to,  each 
offeree  or  his  representative.  The  staff 
also  is  considering  whether  to  exclude 
defined  institutional  investors  from  the 
35-purchaser  limitation  in  Rule  146  and 
whether  to  expand  the  permissible 
means  of  payment  under  Rule  146(g). 

e.  Rule  147.  The  Office  of  Small 
Business  is  considering  the  feasibility  of 
amending  Rule  147, 17  CFR  230.147,  the 
Commission’s  safe  harbor  rule  for 
intrastate  offerings,  to  address  problems 
raised  by  commentators  at  the 
Commission’s  small  business  hearings  in 
1978.  To  be  eligible  to  use  Rule  147,  an 
issuer  must  be  doing  business  within  the 
state  or  territory  in  which  its  securities 
will  be  offered  and  sold.  This  “doing 
business”  test  requires  not  only  that  the 
issuer’s  principal  office  be  located  in  the 
state  in  question,  but  also  that  80 
percent  of  the  issuer’s  gross  revenues 
have  been  derived  in-state,  80  percent  of 
its  assets  be  located  in-state,  and  80 
percent  of  the  net  proceeds  of  the 
offering  be  applied  in-state.  The  staff, 
will  consider  whether  to  relax  these 
standards.  Alternatively,  the  staff  will 
consider  whether  to  replace  or  augment 
Rule  147  with  a  new  limited  offering 
exemption  under  Subsection  3(b)  of  the 
Securities  Act  of  1933  for  securities 
offerings  within  defined  multi-state 
geographic  regions  by  issuers  resident 
and  doing  business  therein. 

f.  Compliance  Cost  Study.  The  Office 
of  Small  Business  Policy,  in  conjunction 
with  the  Directorate  of  Economic  and 
Policy  Analysis,  is  studying  the 
feasibility  of  conducting  a  voluntary 
survey  of  issuers  to  determine  the  cost 
of  complying  with  the  continuous 
reporting  provisions  of  the  Securities 
Exchange  Act  of  1934.  In  1977,  the 
Advisory  Committee  on  Corporate 
Disclosure  conducted  a  very  limited 
study  of  this  nature.  The  information 
obtained  through  any  new  cost  survey 


which  does  not  exceed  $1,500,000  to  allow 
disclosure  of  the  information  prescribed  by 
Schedule  I  of  Regulation  A.  Similarly,  in  Securities 
Act  Release  No.  5079  (Sept.  19. 1978)  (43  FR  43709). 
the  Commission  amended  Rule  144, 17  CFR  239.144, 
which  sets  forth  guidelines  for  the  resale  of  certain 
securities  acquired  in  a  private  placement,  to  relax 
cettain  limitations  on  the  manner  of  sale  and  of  the 
amount  of  securities  that  can  be  sold  under  the  rule. 
Securities  Act  Release  NO.  6032  (Mar.  5, 1979)  (44 
FR  15610)  further  amended  Rule  144  to  permit 
certain  nonaffiliates  to  disregard  the  volume 
limitation  provisions  of  Rule  144  after  a  defined 
holding  period. 
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would  augment  existing  data  on  which  a 
proposed  classification  of  issuers  (Item 
g,  infra)  for  purposes  of  flexible 
reporting  requirements  might  be  based. 

g.  Classification  of  Issuers.  In 
Securities  Exchange  Act  Release  No. 
16866  (June  2, 1980)  (56  FR  40145),  the 
Commission  invited  public  oomments  on 
the  concept  of  classifying  issuers  by  size 
and  adjusting  periodic  disclosure 
requirements  with  respect  to  certain 
smaller  categories  of  issuers.  Depending 
on  the  comments  received,  the  staff 
anticipates  formulating 
recommendations  in  this  area  before  the 
end  of  1980.  This  initiative  is  discussed 
in  more  detail  in  Item  9  of  Part  IA,  supra. 

4.  Investment  Company  Act  Study.  In 
1978,  the  Commission  established  the 
Investment  Company  Act  Study  Group. 
The  mandate  of  this  group  is  to 
recommend  to  the  Commission  ways  of 
resolving  problems  that  have  arisen 
during  the  four  decades  of  Commission 
experience  in  regulating  the  investment 
company  industry  under  the  Investment 
Company  Act  of  1940.  Accordingly,  the 
group  is  reviewing  the  current  state  of 
Investment  Company  Act  administration 
with  the  goal  of  developing  a  simpler, 
more  efficient  regulatory  system  that 
enhances  the  oversight  responsibilities 
of  investment  company  directors  and 
minimize  direct  Commission 
involvement. 

As  a  result  of  this  study,  the 
Commission  has  proposed  or  adopted 
approximately  25  rules  and  amendments 
to  rules  regarding  such  matters  as 
transactions  with  affiliated  persons, 
investment  advisory  contracts,  mergers 
and  acquisitions,  and  routinely-granted 
applications.  During  the  balance  of  1980, 
the  staff  anticipates  recommending  that 
the  Commission  consider  additional 
rules  regarding: 

a.  Subsection  22(d).  The  staff  is 
examining  Subsection  22(d)  of  the 
Investment  Company  Act  and  the  rules 
thereunder,  which  mandate  the  price  at 
which  redeemable  investment  securities 
are  sold,  to  determine  whether  to 
recommend  that  the  Commission 
propose  new  or  amended  rules  or  issue 
an  interpretive  release  modifying  the 
manner  of  compliance  therewith. 

b.  Valuation  of  Certain  Debt 
Securities.  The  staff  is  condidering 
recommending  that  the  Commission 
issue  an  interpretive  release  reflecting 
concerns  about  valuation  procedures  for 
certain  debt  securities  and  stating  the 
Commission's  position  about  proper 
valuation  practices. 

c.  Mini-accounts.  The  staff  is 
considering  whether  to  recommend  that 
the  Commission  propose  a  rule  defining 
mini-account  services  or  otherwise 
clarifying  the  status  under  the 


Investment  Company  Act  of  various 
investment  advisory  programs. 

d.  Service  Contracts.  The  staff  is 
considering  whether  to  recommend  that 
the  Commission  propose  a  rule 
permitting,  under  conditions  designed 
for  the  protection  of  investors,  affiliated 
persons  of  investment  companies  to 
privide  administrative  and  other 
services  to  such  companies. 

e.  Money  Market  Fund  Reporting 
Requirements.  The  staff  is  considering 
whether  to  recommend  that  the 
Commission  propose  a  rule  requiring 
money  market  funds  to  file  reports  with 
the  staff  concerning  the  performance  of 
various  administrative  operations. 

f.  Processing  of  Post-Effective 
Amendments.  The  Commission  has 
proposed  for  comment  a  rule  under  the 
Securities  Act,  and  related  amendments 
to  registration  statement  forms,  which 
would  cause  most  post-effective 
amendments  to  registration  statements 
filed  by  investment  companies  to  - 
become  effective  automatically,  without 
-affirmative  action  by  the  Commission  or 
its  staff.  This  proposal  is  described  in 
more  detail  in  Item  3  of  Part  IC,  supra. 

5.  Investment  Adviser  Regulation.  For 
some  time,  the  Commission  has  been 
aware  of  a  need  to  reevaluate  its 
Investment  Advisers  Act  of  1940 
regulatory  program  in  light  of  the 
increasing  volume  of  services  provided 
by  investment  advisers.  In  December  of 
1978,  the  Commission  established  within 
its  Division  of  Investment  Management 
a  new  Office  of  Investment  Adviser 
Regulation.  This  Office  is  conducting  a 
comprehensive  study  to  determine  what, 
if  any,  changes  should  be  made  in  its 
regulatory  program  with'respect  to 
investment  advisers.  For  further 
information,  see  Investment  Advisers 
Act  Release  No.  717  (Apr.  4, 1980)  (45  FR 
25080). 

6.  Investment  Company  Disclosure 
Requirements.  Consistent  with  its  policy 
of  systematically  reviewing  all 
disclosure  requirements,  the 
Commission  has  established  a  study 
group  in  the  Division  of  Investment 
Management  to  undertake  a  thorough 
review  of  the  disclosure  requirements 
imposed  on  investment  companies  by 
the  Securities  Act  of  1933  and 
Investment  Company  Act  of  1940.  The 
disclosure  study  is  exploring  ways  to 
reduce  duplicative  and  unnecessary 
burdens  on  both  the  investment 
company  industry  and  the  Commission 
staff  which  result  from  present 
disclosure  requirements. 

7.  Broker-Dealer  Financial 
Responsibility  Requirements.  The 
Commission’s  staff  is  presently 
considering  a  broadly  focused  re¬ 
examination  of  the  Commission’s 


financial  responsibility  rules  applicable  . 
to  securities  broker-dealers — Securities 
Exchange  Act  Rule  15c3-l,  the  net 
capital  rule,  and  Rule  15c3-3, 17  CFR 
240.15c3-l  and  240.15c3-3.  The  staff 
anticipates  recommending  that  the 
Commission  publish  a  concept  release 
on  this  issue  during  the  third  quarter  of 
1980.  In  this  connection,  the  staff  also 
has  under  consideration  certain 
recommendations  from  the  Securities 
Industry  Association  for  changes  in  the 
net  capital  requirements. 

8.  Broker-Dealer  Financial  and 
Operational  Reporting.  During  the  third 
quarter  I960,  the  Commission’s  staff  will 
address  the  need  to  proposed 
amendments  to  Rule  17a-5  under  the 
Securities  Exchange  Act,  17  CFR 
240.17a-5,  the  financial  and  operational 
reporting  requirements  for  brokers  and 
dealers  collectively  known  as  the 
FOCUS  reporting  system.  Any  such 
amendments  would  be  designed  to 
revise  the  FOCUS  reporting  system  to 
reflect  changed  conditions  in  the 
industry  and  to  eliminate  unwarranted 
reporting  requirements. 

9.  Broker-Dealer  Third  Market 
Volume  Reporting.  The  staff  is 
considering  whether  to  recommend  that 
the  Commission  terminate  the 
requirement,  currently  imposed  pursuant 
to  Securities  Exchange  Act  Rule  17a-9, 

17  CFR  240.17a-9,  that  broker-dealers 
periodically  report  their' third  market 
trading  volume.  Comparable  information 
presently  is  retrievable  from  the 
NASDAQ  reporting  system  maintained 
by  the  National  Association  of 
-Securities  Dealers  and,  in  conjunction 
with  the  redesign  of  the  FOCUS 
reporting  system  described  in  Item  8, 
supra,  the  staff  will  explore  the 
possibility  of  eliminating  this  reporting 
obligation. 

10.  Public  Utility  Holding  Act  - 
Exemptive  Relief.  The  staff  is 
considering  recommending  that  the 
Commission  publish  for  comment  rules 
which  would  exempt  certain  electric 
utility  company  acquisitions  of  interests 
in  generating  companies  from  the 
application  requirements  of  Section  10 
of  the  Public  Utility  Holding  Company 
Act.  Rules  of  this  nature  would  provide 
a  basis  for  exempting  the  parent  electric 
company  from  the  definition  of  a  holding 
company  under  Section  3(a)  of  the  Act. 
Similarly,  the  staff  is  also  considering 
recommending  that  the  Commission 
publish  for  comment  a  rule  which  would 
exempt  certain  less  than  50  percent 
owned  subsidiaries  of  registered  holding 
companies  from  the  duties,  obligations, 
and  liabilities  imposed  on  subsidiaries 
under  the  Act. 
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C.  Nonregulatory  Initiatives 

In  enacting  the  federal  securities  laws. 
Congress  chose  to  place  an  important 
measure  of  its  reliance  on  disclosure 
and  self-regulation — rather  than  direct 
Commission  regulation — as  the  means  to 
accomplish  the  goals  on  which  the 
securities  laws  are  premised.  In  that 
vein,  the  Commission  has  traditionally 
sought  .to  avoid  the  application  of 
regulatory  requirements  where  less 
formal  alternatives  can  suffice.  The 
Commission  currently  has  underway,  or 
is  considering,  a  number  of  initiatives  to 
reduce,  or  avoid  tHfe  imposition  of, 
regulatory  burdens  through  tfie  use  of 
flexible  and  cost-effective  methods 
which  will  not  entail  direct  regulations 
of  the  private  sector.  Where  it  is 
appropriate,  this  type  of  approach  can 
provide  for  the  necessary  protection  of 
public  investors  while  diminishing  the 
costs  of  regulatory  compliance  and  the 
degree  of  governmental  intrusion  into 
private  decision-making. 

„  The  application  of  this  philosophy 
may  involve  such  measures  as  requiring 
the  disclosure  of  information  which,  in 
addition  to  providing  a  better  basis  for 
investment  and  corporate  suffrage 
decision-making,  will  also  allow  the 
discipline  of  the  marketplace  to 
encourage  changes  in  behavorial  norms; 
enhancing  the  role  and  responsibility  of 
corporate  directors  as  a  substitute  for 
specific  regulatory  standard-setting;  and 
encouraging  voluntary  private  sector 
self-regulation.  The  lines  between  areas 
in  which  the  public  interest  demands 
that  the  Commission  act  in  a  formal 
regulatory  mode,  those  in  which  the 
Commission  can  rely  on  the  more 
flexible  approach  described  above,  and 
those  in  which  the  Commission  chooses 
to  refrain  from  any  involvement  are  not 
always  easy  to  draw.  Nonetheless,  in 
certain  circumstances  “nonregulatory” 
Commission  facilitation  of  private  sector 
initiatives  may  obviate  the  need  for 
direct  regulation  or  additional 
legislation. 

The  Commission  has  adopted,  or  may 
consider  employing,  these 
nontraditional  regulatory  methods  in  the 
following  contexts; 

1.  The  Investment  Company  Act 
Study.  The  study  has  adopted  rules 
which  seek  to  shift  responsibility  for 
some  categories  of  investment  company 
decision-making  onto  investment 
company  directors  and  away  from  the 
application  and  regulatory  approval 
mode.  Examples  of  this  approach 
include  new  Commission  rules  which 
allow  directors  to  establish,  and  monitor 
compliance  with,  voluntary  standards 
and  procedures  which  are  designed  to 
provide  for  the  fair  treatment  of  the 


investment  company  in  certain 
transactions.  The  study  is  described  in 
more  detail  in  Item  4  of  Part  UB,  supra, 
and  Item  7  of  Part  IIIB,  infra. 

2.  Self-Regulation  of  Investment 
Advisers.  At  present,  all  facets  of 
investment  adviser  regulation  are 
administered  directly  by  the 
Commission.  The  staff  is  presently 
considering  the  feasibility  of  a  self- 
regulatory  system  applicable  to 
investment  advisers.  The  Investment 
Advisers  Act  study  is  described  in  Item 
5  of  Part  IIB,  supra,  and  Item  8  of  Part 
IIIB,  infra. 

3.  Self-Regulation  of  Accountants.  The 
Commission  has  traditionally  permitted 
the  accounting  profession  to  take  the 
lead,  subject  to  Commission  oversight, 
in  establishing  appropriate  accounting 
principles  and  auditing  standards.  More 
recently,  the  Commission  has  similarly 
supported  the  establishment  of  a 
voluntary  self-regulatory  organization 
for  accountants  to  satisfy  the  public’s 
expectation  of  professional  quality 
control.  These  matters  have  been 
discussed  in  detail  in  the  Commission’s 
annual  reports  on  the  accounting 
profession  as  described  in  Item  5  of  Part 
ID,  supra. 

4.  Corporate  Accountability.  The  form 
and  effectiveness  of  the  mechanisms  of 
corporate  accountability  are  intertwined 
with  the  level  of  public  trust  and 
confidence  in  the  securities  markets.  For 
this  reason,  the  Commission  as  an 
entity,  and  its  individual  members,  have 
traditionally  played  an  important  role  in 
encouraging  voluntary  private  sector 
initiatives  to  enhance  accountability. 
Similarly,  the  Commission  has  not  been 
hesitant  to  use  its  disclosure  authority 
and  its  authority  over  the  proxy 
solicitation  process  to  ensure  that 
investors  are  fully  informed  concerning 
material  information  bearing  on  issuer 
accountability  and  to  promote  fair 
corporate  suffrage.  As  discussed  in  more 
detail  in  Item  8  of  Part  IA,  the 
Commission’s  staff  is  currently 
preparing  a  comprehensive  report  on 
these  issues. 

5.  National  Market  System.  Section 
llA(a)(2)  of  the  Securities  Exchange  Act 
of  1934,  as  amended  in  1975,  directs  the 
Commission  to  use  its  authority  “to 
facilitate  establishment  of  a  national 
market  system  for  securities  *  * 

While  the  discharge  of  this  mandate  has 
necessarily  demanded  formal 
Commission  regulatory  action  of  various 
kinds,  the  Commission  endeavors, 
insofar  as  possible,  to  look  to  private 
sector  initiatives  in  the  reshaping  of  the 
securities  market.  Current  Commission 
national  market  system  initiatives  are 
described  in  Item  1  of  Part  IB,  supra.  For 
a  general  discussion  of  the 


Commission's  national  market  system 
priorities  and  philosophy,  see  Securities 
Exchange  Act  Releases  No.  14416  {Jan. 

26, 1978)  and  15671  (Mar.  22, 1979)  43  FR 
4354  and  44  FR  20360). 

III.  Contemplated  Regulatory  Review 
and  Reform  Initiatives  in  1981 

A.  Scope  and  Purpose 

The  following  is  a  list  of  regulatory 
review  initiatives  which  the  staff  is  now 
considering  but  which  would  not 
commence  until  1981.  These  initiatives 
illustrate  the  staff  s  current  priorities 
with  respect  to  regualtory  revision  and 
reform;  proposals  in  these  areas  have 
not,  however,  as  yet  been  presented  to 
the  Commission,  and  the  discussion  in 
this  section  should  not  be  interpreted  as 
necessarily  reflecting  Commission 
endorsement  of  the  concepts  described. 
By  publishing  this  listing,  the 
Commission  seeks  public  comment  on 
whether  these  items  would  be 
appropriate  areas  for  it  to  address  and 
wheather  there  are  other  facets  of  its 
existing  rules  which  the  Commission 
should  consider  subjecting  to  review  or 
possible  revision. 

B.  Specific  Matters  Under  Consideration 

1.  Sunset  Review  of  Regulation  C.  In 
Securities  Act  Release  No.  6163,  which 
is  described  in  Item  3  of  Part  IA,  supra, 
and  Item  2  of  Part  IIB.  supra,  the 
Commission  indicated  that  it 
contemplated  conducting  a 
comprehensive  analysis  of  Regulation  C 
under  the  Securities  Act  of  1933  9  as  the 
next  integral  element  in  its  ongoing 
review  of  disclosure  requirements. 
Moreover,  a  review  of  Regulation  C  is 
consistent  with  the  Commission’s  goal 
of  interpreting  the  disclosure 
requirements  of  the  Securities  Act  and 
the  Securities  Exchange  Act.  The  rules 
which  comprise  Regulation  C  were 
developed  over  a  long  period  of  time 
and  without  a  comprehensive 
framework.  Therefore,  since  this 
regulation  has  never  been  re-examined 
as  a  whole,  certain  of  the  rules  may  be 
obsolete,  and  some  of  the  policies 
reflected  in  these  rules  may  conflict  with 
those  contained  in  other  rules,  guides,  or 
forms.  In  this  regard,  the  Division 
intends  to  review  Regulation  C 
particularly  in  light  of  the  creation  and 
growth  of  Regulation  S-K; 10 
developments  resulting  from  the  Guides 
project  review  (Item  5  of  part  IA,  supra); 


•  Regulation  C  consists  of  Securities  Act  Rules  400 
through  493, 17  CFR  230.400  through  493.  These  rules 
govern  the  registration  of  securities  under  that  Act 
and  the  related  disclosure  requirements. 

10  Regulation  S-K.  17  CFR  Part  229.20,  is  entitled 
“Standard  Instructions  For  Filing  Forms  Under 
Securities  Act  of  1933  and  Securities  Exchange  Act 
of  1934." 
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case  law  and  current  administrative 
practices;  and  the  operation  of 
particular  concepts  in  Regulation  C, 
such  as  the  summary  prospectus,  which 
may  merit  expansion. 

2.  Categorization  of  Regulation  S-K 
Items.  Regulation  S-K,  the  initial  step 
towards  integrated  disclosure,  has  been 
developed  without  regard  to  structure. 

In  order  to  avoid  the  organizational 
problems  of  Regulation  C,  and  to  create 
a  useful  body  of  readily  accessible 
disclosure  requirements  with  adequate 
room  for  further  development,  the  staff 
is  contemplating  a  review  of  Regulation 
S-K  with  the  objective  of  developing  a 
useful  framework.  This  project  would 
entail  the  creation  of  sections  of  the 
regulation  dealing  with  specific 
disclosure  topics,  such  as  business 
information  and  accounting  and 
financial  data. 

3.  Proxy  Contests.  Inasmuch  as  there 
have  been  indications  that  the  number 
of  election  contests  is  on  the  rise,  it  may 
be  advisable  and  timely  to  review  the 
proxy  rules  in  relation  to  contest 
situations,  particularly  Rules  14a -7  and 
14a-ll,  as  well  as  Schedule  14B.  Such  a 
study  would  encompass  an  analysis  of 
the  existing  rules  and  their  relationship 
to  case  law  developments,  current 
policy  considerations,  and  present 
issuer  practice. 

4.  Commercial  Paper.  The  exemption 
relating  to  commerical  paper  in  Section 
3(a)(3)  of  the  Securities  Act  of  1933  has 
received  many  interpretations  over  the 
years.  The  staff  is  considering  proposing 
that  the  Commission  commence  a 
rulemaking  proceeding,  or  issue  an 
interpretative  release,  to  clarify  the 
scope  of  this  exemption. 

5.  Beneficial  Ownership.  Subsection 
13(g)  of  the  Securities  Exchange  Act  of 
1934  requires  that  the  Commission  "take 
such  steps  as  it  deems  necessary  or 
appropriate  in  the  public  interest  and  for 
the  protection  of  investors  to  avoid 
unnecessarily  duplicative  reporting  by 
and  minimize  the  compliance  burden  on 
persons  required  to  report”  beneficial 
ownership.  Although  the  purposes  of 
Subsections  13(d),  13(g),  and  16(a)  of  the 
Securities  Exchange  Act  are  somewhat 
different,  the  Commission  requires 
similar  disclosure  pursuant  to  each. 
Accordingly,  the  staff  is  considering  a 
project  designed  to  reconcile  and 
standardize  the  reporting  requirements 
applicable  to  securities  ownership  in 
such  a  way  as  to  lessen  the  burden  on 
the  reporting  person  while  facilitating 
meaningful  disclosure  to  the  public. 

Set  forth  below  are  some  of  the  issues 
with  which  an  initiative  of  this  nature 
would  deal: 

(1)  Although  Subsections  13  (d)  and 
(g)  and  Subsection  16(a)  of  the  Securities 


Exchange  Act  have  differing  purposes, 
should  the  definitions  of  "beneficial 
ownership”  applicable  to  each  be 
reconciled,  and,  if  so,  how? 

(2)  Is  there  a  need  to  standardize  the 
filing  deadlines  and  the  periods  which 
the  various  reports  cover?  If  so,  how 
might  this  be  accomplished? 

(3)  Should  the  nature  of  the  disclosure 
required  under  Subsections  13(d),  13(g), 
and  16(a)  be  harmonized  and,  if  so,  how 
might  this  be  accomplished?  In  general, 
how  might  duplicative  disclosure  be 
eliminated  consistent  with  the 
underlying  statutory  goals?  Could  the 
purposes  of  these  sections  be 
accomplished  by  the  filing  of  a  common 
reporting  form? 

(4)  Would  a  common  form  be  more 
cost  efficient  than  the  present  system? 

(5)  What  are  the  liability  issues 
attendant  upon  the  creation  of  a 
common  beneficial  ownership  reporting 
form  under  the  Securities  Exchange  Act? 

In  order  to  aid  the  staff  in  determining 
whether  to  commence  such  a  review, 
and  what  its  scope  should  be,  the 
Commission  particularly  invites 
comment  from  interested  persons  on 
these  questions. 

6.  Financial  Responsibility 
Requirements  for  Brokers  and  Dealers. 
The  Commission  staff  is  considering 
extending  its  review  of  the  financial 
repsonsibility  rules  (See  Item  7,  Part  IIB, 
supra )  to  encompass  other  financial 
responsibility  requirements  for 
securities  brokers  and  dealers,  such  as 
the  minimum  standards  governing  the 
handling  and  hypothecation  by  firms  of 
funds  and  securities  of  their  customers 
set  forth  in  Rules  15c3-3,  8c-l,  and 
15c2-l  under  the  Securities  Exchange 
Act,  17  CFR  240.1 5c3-3,  240.8c-l,  and 
240.15c2-l.  The  staff  may  also  evaulate 
the  operation  of  the  Commission’s 
fidelity  bonding  rule  (Rule  15bl0-ll,  17 
CFR  240.15bl0-ll)  for  firms  that  are  not 
members  of  a  self-regulatory 
organization. 

The  provisions  of  these  rules  are 
lengthy  and  complex,  were  adopted  at 
various  times  over  a  period  of  many 
years,  and  have  never  been  subject  to  a 
comprehensive  reassessment.  Important 
changes  in  the  nature  of  the  securities 
business  and  markets  have,  however, 
occurred,  since  these  rules  were 
adopted;  these  changes  are,  for  the  most 
part,  related  to  the  emergence  and 
growth  of  markets  for  new  securities 
products  and  the  development  of  the 
national  market  and  clearance  systems 
mandated  in  the  Securities  Acts 
Amendments  of  1975. 

In  the  course  of  any  examination  of 
the  financial  responsibility  rules,  the 
staff  would  seek  to  determine — 


(1)  Are  these  provisions  unnecessarily 
complex  or  inconsistent  with  one 
another?  If  so,  can  they  be  better 
integrated  and  simplified? 

(2)  Do  the  costs  and  burdens  of 
compliance  fall  equitably  on  the  various 
sizes  and  types  of  firms?  If  not,  could  the 
rules  be  appropriately  restructured? 

(3)  Would  less  burdensome 
alternative  approaches  to  the  various 
requirements  achieve  the  objective  of 
protecting  customer  funds  and 
securities?  If  so,  what  are  these 
alternatives? 

The  Commission  particularly  invites  the 
views  of  interested  members  of  the 
public  concerning  whether  these  issues 
would  be  the  appropriate  focus  for  such 
a  study  and  whether  additional  avenues 
of  inquiry  might  fruitfully  be  pursued. 

7.  Investment  Company  Act  Study.  In 
the  later  phases  of  its  work,  the 
Investment  Company  Act  Study  Group 
(see  Item  4  of  Part  IIB,  supra)  will 
consider  whether  to  recommend 
legislative  changes  in  certain 
fundamental  concepts  underlying  the 
Act.  For  example,  the  Act  contemplates 
that  management  investment  companies 
generally  be  organized  in  a  corporate  or 
business  trust  form  which  provides  for 
shareholder  voting.  This  requirement  is 
not  present  in  the  regulatory  schemes  of 
other  countries,  particularly  in  Europe, 
where  a  nonvoting  trust  structure" 
predominates.  The  staff  intends  to 
examine  the  operations  of  such 
nonvoting  trusts  which  may  provide 
useful  insights  and  new  areas  of 
analysis  within  which  to  address  the 
efficacy  of  our  regulatory  scheme  and  to 
consider  alternatives  which  would 
lessen  regulatory  burdens  while 
maintaining  a  high  level  of  investor 
protection. 

8.  Investment  Advisers  Act  Study.  In 
addition,  as  the  review  of  the 
Investment  Advisers  Act  (see  Item  5  of 
Part  IIB,  supra )  continues,  additional 
rulemaking  under  that  statute  will  take 
place.  The  staff  will  also  consider 
certain  issues  which  might  result  in 
recommendations  which  could  be 
implemented  only  if  Congress  amends 
the  Act.  These  issues  include  minimum 
professional  qualifications,  financial 
integrity  requirements,  and  self- 
regulatory  organizations  for  investment 
advisers.  Investment  Advisers  Act 
Release  No.  717  (Apr.  4, 1980)  (45  FR 
25080)  invited  comment  with  respect  to 
various  matters  which  the  Commission 
may  consider  in  connection  with  its 
evaluation  of  whether  to  recommend 
legislation  in  this  area. 

9.  Investment  Company  Disclosure 
Study.  As  discussed  earlier  (see  Item  6 
of  Part  IIB),  the  staff  is  considering  a 
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revision  of  the  investment  company 
prospectus  to  enable  reports  to 
shareholders  to  be  combined  with  that 
document.  In  addition,  the  staff  is 
considering  a  more  fundamental 
reexamination  of  the  contents  of 
investment  company  prospectuses.  No 
examination  of  the  substantive  content 
of  investment  company  prospectuses 
has  been  conducted  for  many  years.  As 
part  of  this  examination,  the  staff  might 
consider  whether  the  prospectuses  at 
present  are  too  lengthy  and  detailed, 
and  whether  some  information  which  is 
now  required  to  be  included  can  be 
omitted  or  presented  in  an  abbreviated 
form. 

(V.  Conclusion 

The  Commission  believes  that  this 
release  will  serve  two  purposes  with 
respect  to  improving  public 
understanding  of,  and  participation  in, 
Commission  regulatory  processes.  First, 
Parts  I  and  II  alert  interested  persons  to 
certain  significant  Commission 
regulatory  decisions  likely  to  be  made 
during  the  balance  of  1980.  More 
broadly,  however,  Parts  II  and  III  serve 
to  inform  the  public  of  the  scope  and 
priorities  of  the  Commission’s  staff  with 
respect  to  reviewing  the  purpose, 
impact,  and  efficacy  of  existing 
Commission  rules.  That  review  process.  ’ 
especially  when  it  is  illuminated  by 
meaningful  public  participation,  is  the 
most  effective  means  by  which  the 
Commission  can  ensure  that  its  rules 
remain  flexible  and  realistic  in  the  face 
of  changes  in  the  business  environment 
and  the  secruities  and  financial 
communities. 

By  the  Commission. 

Shirley  E.  Hollis, 

Assistant  Secretary. 

June  30,  I960. 

(FR  Doc.  80-20072  Filed  7-2-80: 8:45  a.m. 
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The  "reminders"  below  identify  documents  that  appeared  in  issues  of 
the  Federal  Register  15  days  or  more  ago.  Inclusion  or  exclusion  from 
this  list  has  no  legal  significance. 

Rules  Going  Into  Effect  Today 

ENVIRONMENTAL  PROTECTION  AGENCY 

37428  6-3-80  /  Approval  and  promulgation  of  implementation 

plans;  emergency  episodes;  Southeast  Desert  Air  Basin, 
Calif. 

FEDERAL  COMMUNICATIONS  COMMISSION 

37210  6-2-80  /  FM  broadcast  station  in  Malakoff,  Tex.;  changes 

made  in  table  of  assignments 

37210  6-2-80  /  FM  Broadcast  Station  in  Ticonderoga,  N.Y.: 

changes  made  in  table  of  assignments 

FEDERAL  EMERGENCY  MANAGEMENT  AGENCY 
37440  6-3-80  /  Disaster  assistance;  flood  insurance  requirements 

HEALTH,  EDUCATION,  AND  WELFARE  DEPARTMENT 
Health  Care  Financing  Administration' — 

22933  4-4-80  /  Medicaid  provides  agreements  policies 

HEALTH  AND  HUMAN  SERVICES  DEPARTMENT 

37666  6-3-80  /  Grants  Administration;  procurements  by  grantees 

and  subgrantees 

HOUSING  AND  URBAN  DEVELOPMENT  DEPARTMENT 

Federal  Housing  Commission,  Office  of  Assistant 
Secretary  for  Housing — 

401 1 1  6-13-80  /  Low  income  housing;  fair  market  rents  for  new 

construction  and  substantial  rehabilitation 

JUSTICE  DEPARTMENT 

Attorney  General — 

37620  6-3-80  /  Procedures  and  policies  to  assure 

nondiscrimination  based  on  handicap  in  programs  and 
activities  receiving  Federal  financial  assistance 


NUCLEAR  REGULATORY  COMMISSION 
37399  6-3-80  /  Physical  protection  of  irradiated  reactor  fuel  in 

transit 

POSTAL  SERVICE 

37427  6-3-80  /  Electronic  meters  in  postage  meter  specifications 

37427  6-3-80  /  Extension  of  city  delivery 

List  of  Public  Laws 

Last  Listing  July  2, 1980 

This  is  a  continuing  listing  of  public  bills  from  the  current  session  of 
Congress  which  have  become  Federal  laws.  The  text  of  laws  is  not 
published  in  the  Federal  Register  but  may  be  ordered  in  individual 
pamphlet  form  (referred  to  as  “slip  laws")  from  the  Superintendent 
of  Documents,  U.S.  Government  fainting  Office.  Washington,  D.C. 
20402  (telephone  202-275-3030). 

H.R.  7685  /  Pub.  L  96-293  To  amend  title  IV  of  the  Employee 

Retirement  Income  Security  Act  of  1974  to  postpone  for  one 
month  the  date  on  which  the  corporation  must  pay  benefits 
under  terminated  multiemployer  plans.  (June  30, 1980;  94 
Stat.  610)  Price  $1. 

S.  932  /  Pub.  L  96-294  Energy  Security  Act.  June  30, 1 980;  94 
Stat.  611)  Price  $4.25. 

S.  562  /  Pub.  L  96-295  To  authorize  appropriations  to  the  Nuclear 
Regulatory  Commission  in  accordance  with  section  261  of 
the  Atomic  Energy  Act  of  1954,  as  amended,  and  section 
305  of  the  Energy  Reorganization  Act  of  1974,  as  amended, 
and  for  other  purposes.  (June  30, 1980;  94  Stat.  780)  Price 
$1.25. 

S.  2245  /  Pub.  L  96-296  Motor  Carrier  Act  of  1980.  (July  1, 1980; 

94  Stat.  793)  Price  $2. 
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Just  Released 


CODE  OF  FEDERAL  REGULATIONS 


(Revised  as  of  January  1, 1980) 


Quantity  Volume 

Price 

Amount 

Title  7— Agriculture 
(Parts  1500  to  1899) 

$6.50 

$ 

Title  10— Energy 
(Part  500  to  end) 

Title  14 — Aeronautics  and  Space 

7.50 

8.50 

(Parts  1  to  59) 

Total  Order 

$ 

[ A  Cumulative  checklist  ofCFR  issuances  for  1980  appears  in  the  back  of  the 
first  issue  of  the  Federal  Register  each  month  in  the  Reader  Aids  section.  In 
addition,  a  checklist  of  current  CFR  volumes,  comprising  a  complete  CFR 
set,  appears  each  month  in  the  LSA  (List  ofCFR  Sections  Affected). I 


PLEASE  DO  NOT  DETACH 

MAIL  ORDER  FORM  To: 

Superintendent  of  Documents,  Government  Printing  Office,  Washington,  D.C.  20402 

Enclosed  find  $. .  (check  or  money  order)  or  charge  to  my  Deposit  Account  No . 

Please  send  me . copies  of: 


PLEASE  F*  L  IN  MAtLJRMG  LABIS.  IVam*  - - 

BELOW  Street  addiow _ 

City  and  State _ _ _ ZIP  Code 

FOR  PROMPT  SHIPMENT,  PLEASE  PRINT  OR  TYPE  ADDRESS  ON  LABEL  BELOW.  INCLUDING  YOUR  ZIP  CODE 

POSTAGE  AND  FEES  PAID 
U.S.  GOVERNMENT  PRINTING  OFFICE 
375 

SPECIAL  FOURTH-CLASS  RATE 
BOOK 
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WASHINGTON,  D.C.  20402 
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